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SUBJECT: AID PROGRAMS IN PARAGUAY 

1 . HUMAN RIGHTS CONSIDERATIONS HAVE KEPT THE AID PROGRAM AT A 
STANDSTILL IN PARAGUAY FOR OVER A YEAR. STEADY PRESSURE FROM MANY 
QUARTERS IS ALTERING THE GOP'S HUMAN RIGHTS PRACTICES SIGNIFI- 
CANTLY. WHILE ABUSES CONTINUE. AND PARAGUAY IS FAR FROM A MODEL 
COUNTRY IN HUMAN RIGHTS TERMS, IT IS MY CONTENTION THAT THESE 
CONSIDERATIONS ARE ABOUT TO DIMINISH TO THE POINT THAT THEY 

WILL NO LONGER BE A PROBLEM. 

ASSUMING FOR THE SAKE OF DISCUSSION THAT THIS IS SO, IT FORCES 
US TO FACE A NEW ISSUE: HOW TO JUSTIFY AN AID PROGRAM TO A 
COUNTRY WHOSE PER CAPITA INCOME WILL EXCEED $800 THIS YEAR, 

WHOSE GOVERNMENT IS HOLDING FOREIGN EXCHANGE RESERVES OF $280 
MILLION. ENOUGH TO COVER A YEAR OF IMPORTS AND WHICH, DESPITE 
GROWING NATIONAL WEALTH AND 

PRIVATE INCOME, IS MAKING WOEFULLY INADEQUATE EFFORTS TO TAX 
NEW FORTUNES OR TO PROMOTE A MORE EQUITABLE DISTRIBUTION OF 
INCOME. 

2. OUR CURRENT AND PROJECTED AID PROGRAM FOR PARAGUAY IS AIMED 
ATHELPING THE RURAL POOR. WHILE THE GOP LACKS THE TECHNOLOG- 
ICAL CAPABILITY TO DESIGN AND FULLY CARRY THROUGH MANY OF THESE 
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AID SUPPORTED PROJECTS, IT WILL SOON HAVE THE FINANCIAL CAPABI- 
LITY TO FUND MOST PROJECTS ITSELF. BUT CLEARLY, THE GOP'S 
PRIORITIES ARE NOT AID'S PRIORITIES. WHEN THE U.S. OR OTHER OUTSIDE 
DONORS PROD IT, THE GOP WILL DEMONSTRATE SOME INTEREST IN 
PROGRAMS THAT AID THE POOR OR THAT PROMISE TO BRING ABOUT A MORE 
EQUITABLE DISTRIBUTION OF PARAGUAY'S RAPIDLY GROWING NATIONAL 
INCOME. BUT LOOKING AT WHERE THIS GOVERNMENT PUTS ITS NEW RESOURCES, 
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IN INFRASTRUCTURE AND EDUCATION, IT SEEMS OBVIOUS THAT ITS 
PRIMARY INTEREST IS NOT IN AIDING THE POOREST SECTORS FIRST 
BUT IN LAYING THE GROUND WORK FOR LATER GROWTH. 

3. SPARKED BY THE INFLOW OF MONEY FROM THE GIGANTIC ITAIPU 
HYDROELECTRIC PROJECT, PARAGUAY HAS ENJOYED AN ECONOMIC BOOM 
SINCE 1976. DIRECTLY AND INDIRECTLY, ITAIPU GENERATES SOME $40 
MILLION IN INCOME PER MONTH FOR PARAGUAY. CONSTRUTION EXPEND- 
ITURES WILL PEAK IN 1979, BUT THE GOP HOPES THAT THE VAST NEW 
PARAGUAY- ARGENTINA HYDRO PROJECT AT YACYRETA WILL TAKE UP THE 
SLACK AND KEEP THE BOOM GOING. THEREAFTER, A GREAT DEAL WILL 
DEPEND ON HOW PARAGUAY USES ITS OWN MASSIVE SHARE OF THE 
ELECTRICITY OUTPUT THAT BECOMES AVAILABLE FOR ITS DEVELOP- 
MENT. ALMOST CERTAINLY, OVER THE NEXT FIVE YEARS WE CAN EXPECT 
TO SEE CONTINUED STRONG GROWTH IN PARAGUAY'S NATIONAL INCOME. 

4. WE ALL NEED TO FACE SQUARELY WHETHER OUR AID PROGRAM IN 
PARAGUAY CONFORMS TO THE CONGRESSIONAL MANDATE ON FOREIGH ASSIST- 
ANCE AND THE RESULTING POLICY DECISIONS OF AID/WASHINGTON. 

I WANT TO DISCUSS THIS QUESTION WITH STATE AND AID OFFICIALS 
DURING MY CONSULTATIONS IN WASHINGTON. 
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